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Sir, 

Subject .-—Report of the Mysore Sales Tax Committee. 


Adverting to Government Order No. FI. 8383-91— 
S. T. 153-52-2, dated the 24th February 1953, constituting 
a Committee for investigating the defects, if any, in 
the working of the Sales Tax Act and suggesting remedial 
measures, I am directed to submit herewith the Report 
of the Committee for orders of Government. 

Two members of the Committee—the President, 
Mysore Chamber of Commerce and Sri P. Sitaramiah— 
have submitted separate notes containing their views on 
some of the recommendations of the Committee. These 
notes are also appended to the Report. 


Yours faithfully, 

P. HONNAPPA, 

Secretary , 

Mysore Sales Tax Committee. 
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REPORT OF THE MYSORE SALES TAX 
COMMITTEE, 1954. 


CHAPTER I. 

Introduction. 

On repeated representations to Government from 
several trade associations, merchants and others about the 
hardship caused by the working of the Sales Tax Act in 
the State, the Government constituted in their Order No. 
FI. 8383-91 /S.T. 153-52-2, dated the 24th February 1953, 
a committee consisting of the following persons for investi¬ 
gating the defects, if any, in the Act, and for suggesting* 
remedial measures in accordance with the terms of 
reference indicated below: — 

A.— Personnel of the Committee. 

Chairman. 

The Minister for Revenue and Public Works. 

Members. 

1. The President, 

Mysore Chamber of Commerce, 

Bangalore. 

2. Sri B. V. Narayana Reddy, b.a. (Hons.), 

General Manager, Bank of Mysore, 

Bangalore. 

3. Sri A. Bheemappa Naik, b.a., M.L.A., 

Advocate, Chitaldrug. 

4. Sri B. P. Nagaraja Murthy, b.a., ll.b., M.L.A., 

Advocate, Mandya. 

5. Sri P. Sitaramaiah, b.a., b.l., M.L.C., 

Advocate and Municipal Councillor, Mysore. 

G. Sri V. M. Mascarenhas, b.a., M.L.A., 

Bangalore, 
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7 . The Secretary to Government, 

Finance Department. 

8. The Commissioner of Sales Tax in Mysore, 

Bangalore. 

Secretary. 

The Assistant Secretary to Government, 

Finance Department. 

B.— The teems of reference to the Committee are 

(1) To examine the working of the Sales Tax Act 

and suggest remedies for defects, drawbacks 
and hardships, if any. 

(2) To suggest further, alternative sources of 

income (except the abolition of prohibition, 
which is a matter of high policy) which may 
facilitate the repealing of the present Sales 
Tax Act. 

2. The Committee had ten sittings in all and 
examined in detail the issues covered by the two terms 
of reference. The Committee issued a Press Communique 
inviting the views of the Trade Associations, individual 
merchants and others interested in Sales Tax on the issues 
covered by the two terms of reference. In response to 
this, the Associations and individual merchants mentioned 
in Annexure V, offered their suggestions and of them, 
the representatives of Associations and individuals 
mentioned in Annexure VI were interviewed by the Com¬ 
mittee. 

3. The Committee, at the outset, ruled out the 
feasibility of finding out alternative sources of income 
mentioned in the second term of reference for the 
following reasons : — 

(i) Sales Tax has come to stay as a substantial 
source of revenue to the State. In suggesting 
alternative sources of revenue, the total 
amount of revenue realisable from any other 
source or sources should at least be equal to 
that realised at present from sales tax. Any 
suggestion for realising so much of revenue 
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would result in levy of other kinds of tax 
which is bound to be resented by the public. 
The Sales Tax Act has been worked for a 
number of years. The merchants and the 
people know its implications. It would be 
sufficient if the drawbacks in the Act are 
removed. 

(ii) Further, the Government of India have set up 
a Taxation Enquiry Commission to go into 
the question of the tax structure of the 
States including the levy of tax by the Local 
Bodies. It is in the fitness of things that 
the deliberations of that body are awaited 
and in the meanwhile, only the modification 
of the existing Act is considered. 

4. The Committee therefore decided to concentrate, 
its deliberations on the first term of reference, viz., 
removing the defects, drawbacks and hardships, if any, in 
the administration of the Sales Tax Act and to afford relief 
to the public with as little a reduction in revenue as 
possible to the State from this tax. 


CHAPTER II. 

Review' of single and multi-point systems. 

5. In the representations and the suggestions made 
by the several Trade Associations and individual mer¬ 
chants in respect of the first term of reference, there is the 
preponderance of the view that the present system of 
levying tax at multi-points is causing undue hardship to 
them in several ways and that the han&Jiip could be 
removed by introducing the single point levy. The same 
view is expressed in a large measure in and outside the 
Legislature. The several hardships which are said to be 
the result of the multi-point levy, are indicated below: — 

(1) There is unequal incidence of tax in a multi¬ 
point system, the incidence varying with the 
number of times an article changes hands. 
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(2) Taxation of raw material increases cost of 

manufacture and so affects the competitive 
capacity of the manufacturer. 

(3) Multi-point levy imposes needless burden on 

petty dealers as they have to maintain 
elaborate system of accounts. 

(4) Dealers whose annual turnover is less than 

Rs. 10,000 are in a more advantageous posi¬ 
tion than those whose turnover is Rs. 10,000 
and above in that the former could sell their 
goods at a lower rate than the latter as they 
have no liability to pay sales tax. 


6. The Committee has looked into the Sales Tax 
Acts in force in the several States in India. There is 
multi-point taxation system in Madras, Hyderabad, 
•Travancore-Cochin and Uttar Pradesh (to a large extent) 
as in Mysore. West Bengal and some other States have 
the single point system, i.e., levying tax at a higher rate at 
a single point. According to the existing multi-point 
system of taxation in Mysore, the tax is leviable at all 
stages in the series of sales by successive dealers in the 
State. The general rate of tax is 3 pies per rupee of turn¬ 
over. Dealers whose turnover in a year is Rs. 10,000 or 
more are liable to pay the tax. 

The levy of sales tax was first introduced in Mysore 
in the year 1948-49 with effect from September 1948. 
The revenue derived from sales tax during the past five 
years is as follows : — 

Gross. 

Rs. 


1948- 49 (10 months from 1st September 

1948 to 30th June 1949) . . 81,86,000 

1949- 50 (9 months from 1st. July 1949 

to 31st March 1950 ) .. 1,03,93,000 

1950- 51 (12 months from 1st April 1950 

to 31st March 1951) .. 1,54,99,000 


1951- 52 (12 months from 1st April 1951 

to 31st March 1952) .. 1,63,52,000 

1952- 53 (12 months from 1st. April 1952 

to 31st March 1953) .. 1,50,73,000 
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7. If the present system of levying tax at multi-point 
has to be changed to a single point, levy, two important 
matters ajise for consideration : — 

(a) There should not be any appreciable reduction 
in revenue on this account, and 

( b) There must be definite advantages in such a 
change over both from the administrative and from the 
mercantile view points. 

With a view to see if there would be any reduction 
of revenue by introducing the single point system, the 
Committee has looked into the revenue derived from sales- 
tax on several commodities and has come to the conclusion 
that if single point levy has to be adopted the incidence 
of taxation at that single point will have to be very high 
indeed on many of the commodities and this may uffect • 
the trade. 

8. In a single point levy at the first stage of sale in 
the State, there are also some disadvantages : — 

(a) If the first dealer exports goods outside the 
State no tax will be levied on him. If a second or sub¬ 
sequent dealer exports, single point tax at a high rate will 
have already been paid. So in this system there is a 
tendency to restrict export trade only to the first dealers. 

( b ) In a single point levy only the wholesaler or 
the manufacturer pays the tax whereas in a multi-point 
levy every dealer unless he is a petty dealer pays the tax. 
Thus, the latter is a broadbased taxation system in which 
a large number of people contribute to the State 
Exchequer and no disproportionate heavy burden is 
thrown on any section of the community. 

( c) In the administration of any fiscal Act, there 
are bound to be some evasions though the percentage of 
such evasions may be small. If there is evasion at one 
point in the multi-point system, the commodity gets 
taxed at least in the subsequent dealings. If there is 
evasion in a single point system, it escapes the levy alto¬ 
gether and the consequent loss of revenue will be greater. 

9. Any tax structure has its own merits and demerits. 
Arguments for and against both the systems may very 
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well be advanced. The Committee has given anxious con¬ 
sideration to this vexed subject and it has come to the 
conclusion that it is most desirable to follow the golden 
mean of assimilating the best in both the systems. In 
levying single point tax on any article, two main factors 
have to be taken into consideration. (1) The source 
of production must be definitely ascertainable. (2) The 
number of such sources must be few. It is only in such 
cases that the single point system can be worked out 
successfully. Keeping these considerations in view, the 
Committee recommends the change over of the present 
system of tax from multi-point to single point in respect 
of as many commodities as possible. After considerable 
deliberation, the Committee recommends that the single 
point levy may be given effect to in respect of the articles 
mentioned in Annexure I at the rates specified therein, the 
levy of tax being at the stage of sale by the first dealer 
in Mysore. 


CHAPTER III. 

Essential and other articles—exempt from 
Sales Tax. 

10. The Parliament have declared in the Central 
Act LII of 1952 the articles listed in Annexure II as being 
essential for the life of the community under Article 286 
(3) of the Constitution and no tax can be freshly imposed 
on the sale or purchase of these articles. The Government 
of Mysore have also exempted from sales tax certain 
articles mentioned in Annexure III. It is seen from this 
that the following essential articles are already exempt 
from sales tax in Mysore : — 

(1) Cereals and pulses in all forms. 

(2) Flour including atta, mida, soji and bran. 

(3) Salt 

(4) Exercise books, slates and pencils. 

11. Much as the Committee desires to follow the 
decision of Parliament, exemption for all these articles 
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cannot be given now as it would make serious inroads 
to the extent of about Rs. 50 lakhs in the revenue 
position which cannot be made up otherwise at present. 
The Corftmittee, therefore, recommends that exemption 
be granted in respect of all the essential articles mentioned 
in the Central Act except the following : 

(1) Petrol including motor spirit and kerosene, 

other than illuminating kerosene. 

(2) Cotton, Cotton thread, Cotton yam. 

(3) Iron and Steel. 

(4) Coarse and medium cloth made in Mills and 

Power looms. 

(5) Dehydrogenated oils termed “ Vanaspati ” or 

“ Dalda ” 

12. It will be seen that among the remaining articles* 
in respect of which exemption is proposed to be given, 
bread, fruits, vegetable, hand loom cloth, agricultural 
machinery and implements, fertilisers, books, etc., are 
also included. These exemptions will give relief to : — 

(1) Hand loom weavers who are ever agitating for 

exemption from the levy of sales tax. 

(2) Petty dealers in vegetables, fruits, bread, 

meat, fish, eggs, etc., who are agitating 
about harassment caused to them by the 
levy of sales tax. 

(3) Agriculturists inasmuch as agricultural machi¬ 

nery, implements, fertilisers, manures and 
cattle feeds are exempted. 

( 4) Authors of books, men of letters and students 
who are claiming exemption on books and 
periodicals. 

13. The Committee recommends further that edible 
oils except dehydrogenated oils termed “ Vanaspati ” or 
“ Dalda ”, areacanut, betel leaves, firewood and charcoal 
may also be exempted from sales tax for reasons given in 
Chapter VII. 

14. These exemptions will further afford the much 
needed relief to the middle elass and lower class consumers. 
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15. In addition to the articles already exempted by 
the Government, a further list of articles now recom¬ 
mended by the Committee for exemption is shown as 
Annexure IV. 


CHAPTER IV. 

Simplifying tiie method of administration of 

THE MULTI-POINT SYSTEM. 

16. After recommending grant of relief to the dealers 
in respect of exempted articles and the relief by levy of 
sales tax at a single point in respect of articles mentioned 
in Annexure I, the Committee has come to the conclusion 
that in respect of the other numerous articles the multi¬ 
point system of levy has to be continued. 

17. The main complaint by the merchants in respect 
of the multi-point system is about the maintenance of 
accounts. The Committee has observed that in all cases 
where the turnover is more than Rs. 40.000 the merchant 
class generally maintain accounts in an easily verifiable 
and acceptable form. It is only with merchants with lower 
turnovers that the accounts are either maintained in an 
imperfect form or no accounts arc maintained at all. 
Where the accounts are maintained properly there is no 
need for estimation. When the accounts are maintained 
improperly, estimate of the turnover has to be made with 
reference to the accounts and enquiries. When no accounts 
are maintained, estimate of turnover has to be made mainly 
by enquiry. This enquiry may take several forms—check¬ 
ing of railway bookings, checking Octroi figures, cross 
references from other merchants’ accounts, inspection of 
shops, enquiries of neighbours, etc. In making the 
assessment, the officers of the Sales Tax Department are 
generally following the above procedure in the majority 
of cases. But even then complaints are received that 
heavy assessments are being made, that the dealers have 
not collected tax to that extent from their customers and 
in some cases they have not collected any tax at all. When 
accounts have to be rejected on valid grounds, and esti¬ 
mation resorted to, human error comes into play and such 
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complaints though true in a few cases, become unavoida¬ 
ble. The remedy is, appeal or revision under the provi¬ 
sions of the Act against the assessment order and even 
then the relief sought for may or may not be forthcoming. 


18. With a view to minimise the difficulties felt by 
merchants in maintaining elaborate accounts and also 
avoiding complaints from them that they have not collec¬ 
ted the assessed tax or not collected any tax at all, the 
Committee recommends the levy of sales tax on dealers 
on a slab basis as indicated below : — 


Slab Rate 


Per annum 


Rs. 


Dealers having a turnover— 

(a) of Rs. 7,500 and upto Rs. 10,000 .. 25 

(b) above Rs. 10,000 and upto Rs. 12,500 .. 50 

(c) above Rs. 12,500 and upto Rs. 15,000 .. 75 

( d ) above Rs. 15,000 and upto Rs. 17,500 .. 100 

(e) above Rs. 17,500 and upto Rs. 20,000 .. 125 

(f) above Rs. 20,000 .. .. .. 125 

for the first Rs. 20,000 
and Rs. 50 for every 
additional Rs. 5,000 or 
part thereof. 


Note .—In determining the turnover for the purpose of levy¬ 
ing this slab rate, the turnover in respect of exempted goods and 
single point goods shall be excluded. 


19. No merchant need collect any tax on his sale 
except in the cases of single point levy. Whatever is asses¬ 
sed in a multi-point levy may be paid out of the profits of 
the merchants and they may alter the rate of profit suit ¬ 
ably to cover the levy. Several merchants have expressed 
the view that they would be willing to pay the tax on a 
slab basis instead of a regular tax of three pies pier rupee 
oil their turnover and the slab system proposed above is 
in accordance with the wishes of the mercantile commu¬ 
nity and the rates proposed therein are also less than what 
they are paying now under the existing Act. 




10 


20. The Committee expects that considerable relief 
will be given by the levy of tax on slab basis to the small 
merchants inasmuch as they need not maintain elaborate 
accounts and their turnover may be estimated by the 
officers after enquiry to the nearest slab. In the existing 
system, either an assessee pays Rs. 156 on a minimum 
turnover of Rs. 10,000 or nil. In the cases coming on the 
border line, if the turnover is really Rs. 9,000 and the 
estimate is made at Rs. 10,000 and no tax has been collec¬ 
ted by the dealer from his customers, it will be a great 
burden to pay Rs. 156. It is therefore proposed to reduce 
the minimum turnover to Rs. 7,500 and to require those 
dealers to pay Rs. 25 only for the turnover between 
Rs. 7,500 and Rs. 10,000. This amount the small merchant 
can pay without difficulty and there will l>e very great 
relief to him as he is not required to maintain elaborate 
accounts. At the same time, he has to pay tax only at 
a reduced rate, as even the slab rates of tax recommended 
above will work out to less than two pies per rupee of 
turnover instead of 3 pies per rupee. 


CHAPTER V. 

Registration. 

21. Under the existing Act, only dealers with a 
turnover of Rs. 7,500 and above are required to register 
themselves paying a fee of Rs. 6 per annum. Dealers 
who have a lesser turnover do not pay either the registra¬ 
tion fee or any sales tax. The Committee considers that 
it is most desirable to keep a record of all dealers in the 
State from the statistical point of view. Accordingly, the 
Committee recommends that all dealers in the State, 
except liawkers, should get themselves registered under 
the Act by paying a fee of Rs. 6 per annum. As there 
will be a considerable number of dealers whose turnover 
is less than Rs. 7,500 and who have to pay the registration 
fee of Rs. 6, suitable administrative arrangements may be 
made for registration of such dealers and collection of 
the fees. 
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CHAPTER VI. 

Licenses. 

22. At present, various kinds of licenses are envi¬ 
saged in the Sales Tax Act. Since many of the articles 
which were under the licensing system have now been 
exempted, the Committee is of the view that, 

(a) in respect of dealers who deal in exempted 
articles the turnover in respect of such articles need not 
be taken into the calculation of the total turnover. They 
will be liable to pay only the Registration fee of Rs. 6 per 
annum. They need not take any license also for dealing 
in such exempted articles. 

( b ) in respect of dealers whose turnover is 
Rs. 7,500 and more, whether first or subsequent, doing 
business in articles taxed at single point, license fee may 
be levied as follows : — 

Rs. 10 for a single article or group of articles and 
Rs. 5 for every subsequent article or group 
of articles as noted in the Annexure I, 
subject to a maximum of Rs. 25 in all. 

(c) in respect of cotton, raw wool, charka silk 
and silk yarn and thrown silk, the existing system of 
license fee may continue. 


CHAPTER VII. 

Special Provisions in respect or certain Commodities 

AND CERTAIN CLASSES OF DEALERS. 

23. In respect of some commodities, the dealers 
concerned brought to the notice of the Committee certain 
difficulties and also suggested remedial measures therefor. 
The Committee’s recommendations regarding these are 
contained in the paragraphs below. 



24. Edible Oils. —In the Central Act, exemption has 
been given for edible oils. Since we are getting a revenue of 
nearly Rs. 7 lakhs from this commodity, alternative source 
of revenue has to be found out if exemption has to be given 
to this commodity. The dealers in groundnut suggested 
that if a purchase tax of 3 pies in the rupee were levied 
on groundnut, the same amount of revenue could be 
derived. The Committee accepts this suggestion and 
accordingly recommends that purchase tax at 3 pies per 
rupee may be levied on groundnuts at a single point from 
the first purchaser irrespective of the fact whether the 
seller is a grower or not. As regards exemplion on edible 
oils, the Committee recommends that exemption may be 
given for all oils except dehydrogenated oils termed 
“ Vanaspati ” or “ Dalda 

25. Power loom Textiles —Mill textiles and power 
loom textiles are now subject to tax at 6 pies per rupee of 
turnover at a single point. Mill textiles are being taxed 
at the stage of first sale in Mysore, while power loom 
textiles are taxed at the. last stage of sale, viz., when the 
retailer sells it to the consumer. This distinction has 
given rise to considerable difficulties as the assessing 
authorities cannot easily distinguish between mill textiles 
and power loom textiles. To remove this anomalous 
position, the Committee considers it desirable to tax both 
power loom and mill goods at a single point at the first 
sale, the rate of tax being 6 pies in the rupee. 

26. Areca. —The growers and merchants in areca 
represented that areca is mostly exported outside the 
State, that the income under this commodity is very small 
and that even poor people arc using this commodity. The 
Committee recommends that areca may be exempted from 
sales tax as the income under this commodity is small. 

27. Fire wood and Charcoal. —It was represented 
that these are almost essential articles and they should be 
exempted from the levy of sales tax. The Committee 
recommends grant of exemption 

28 Spun Silk and Noil Yarn Manufactured by the 
Chahnaputna Spun Silk Mills, Ltd.—As the affairs of this 
Factory are not in a sound condition the Committee 
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recommends exemption from sales tax on the yarn 
produced in this Mill for a period of two years. 

* 

29. Works Contract .—Works contracts generally 
involve a certain amount of labour. Taking this into 
consideration, the Government have allowed certain per¬ 
centages of deduction in calculating the turnovers of the 
contractors. Representations having been made for 
liberalisation of percentages of deductions, the Committee 
recommends further relief as indicated hereunder : — 

Per cent 

( a ) In the case ol Electrical Contractors : — 

i 1) Where special equipment (like electric 
heaters, ovens, florescent lights, fans, 
meters, etc.) is supplied by the dealer 3Q • 

(2) In all other contracts .. 40 

I b ) In the case of structural contracts .. 40 

(c) In the case of sanitary and building con¬ 
tracts : — 

(1) Construction of fish nurseries and 

cement ring wells .. 30 

(2) Supplying and fixing of sluices .. 30 

(3) Concrete broken stone in lime mortar . . 30 

(4) Concrete broken stone in cement 

mortar . . 30 

(5) Country brick in cement mortar .. 30 

(6) Country brick in lime mortar . . 30 

(7) Country brick in clay .. 30 

(8) Plastering with cement mortar £ inch 

thick .. 40 

(9) Plastering with cement mortar inch 

thick .. 40 

(10) Reinforced concrete work .. 40 

(11) Sanitary fittings:— 

(a) Fixing closets, ventilating shafts, in¬ 

cluding fittings .. 30 

(b) Fixing closets, ventilating shafts, ex¬ 

cluding fittings .. 30 
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Per cent 

( d ) In the case of other contracts: — 

(a) Contracts of Road Construction: — * 

(i) Macadam roads with cross drainage 


roads .. 75 

(ii) Macadam roads without cross drai¬ 
nage roads .. 75 

(b) Contracts of small drainage works .. 40 

(c) Contracts of bridge works with, rein¬ 

forced cement concrete .. 40 

(d) Contracts of bridge works without rein¬ 

forced cement concrete .. 40 

(e) Contracts of black topped road surface 30 

(f) Contracts of concrete road surface .. 30 

(g) All other contracts .. 30 


30. Commission A gents, Brokers and Auctioneers .—• 
Section 9 of the Act provides for the licensing of any 
person who does business in the State on behalf of a 
resident principal and gets a commission on the transac¬ 
tions. Under cover of such a license the turnover of the 
transactions is exempt from tax in the hands of the Agents. 
But to earn the exemption he is required to maintain 
elaborate accounts in Forms XIII and XIV and prove to 
the satisfaction of the assessing authority that the turnover 
has been transferred to the accounts of the known resident 
principal who is liable to pay the tax on the same and 
that he got not more than the agreed commission or 
brokerage on the transactions. 


31. The accounts prescribed are very elaborate arid 
the practice is not also uniform. While in Bangalore City 
many such agents are paying tax like dealers on their 
transactions, in Turakur District, as they find it difficult 
to maintain the prescribed accounts they are claim¬ 
ing exemption on their transactions under cover of 
licenses. Many merchants have complained that they 
cannot maintain such accounts. Without their main¬ 
tenance it is difficult to find out who is a dealer or who is 
an agent, and whether the transaction can be exempted 
from tax under Section 9 of the Sales Tax Act. There is 
very great agitation from the merchants in this behalf, 
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as some of the transactions, on which they claimed exemp¬ 
tion under Section 9 of the Sales Tax Act have been 
rejected Jpy the assessing authorities and they have been 
called upon to pay the tax on the turnover from their 
profits. 


$2. In West Bengal such Commission Agents have 
been brought within the definition of “ Dealer ” and all 
the liabilities and responsibilities of dealers attach to such 
agents. 


33. The Committee has given due consideration to 
this subject and has come to the conclusion that Agents, 
Brokers, Dallalies and others who do business by any 
other name on behalf of others and auctioneers may be 
brought within the definition of “ Dealer ” in the Act as» 
in West Bengal and recommends accordingly. As such 
agents, brokers and dallalies, etc., and auctioneers will also 
not collect sales tax from their customers and as they get 
only commission, the Committee recommends the levy 
of the following reduced slab rates on their turnover: — 

Turnover of and above 
Rs. 7,500 and upto 
Rs. 10,000 ,. Rs. 20 per annum. 

Turnover above Rs. 10,000 .. Rs. 20 for the first 

Rs. 10,000 and 
Rs. 20 for every 
[additional 
Rs. 5,000 or frac¬ 
tion thereof, per 
annum. 


34. Hotels ,—The representatives of Hotel Keepers 
pointed out to the Committee how difficult it was for them 
to maintain elaborate accounts and that their business 
after the War was on the decline. They requested grant 
of exemption from sales tax. Since their business comes 
under the multi-point system, they will get the same 
relief in the maintenance of accounts of the slab system 
of taxation as other dealers. The Committee is of 
the opinion that the existing rate of tax on this business 
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is not high. Tt accordingly recommends the following 
slab rates of tax : — 

For a turnover of Rs. 7,500 

and upto Rs. 10,000 .. Rs. 100 per annum. 

For turnover above Rs. 10.000 Rs. 100 for the first 

Rs. 10,000 ; and 
Rs. 75 for every 
additional 
Rs. 5,000 or frac¬ 
tion thereof, per 
annum. 

. (This works out to almost the existing rate.) 

35. Jewellery .—The representatives of Jewellery 
Trade also said that it was difficult for them to maintain 
elaborate accounts, that their business after the War was 
on the decline and that they may be exempted from sales 
tax. Since their business comes under the multi-point 
system they will get the same relief in the maintenance 
of accounts of the slab system of taxation as the other 
dealers. The Committee therefore recommends that the 
general slab mentioned in Chapter TV will apply in this 
case also. 

36. Coffee .—In the case of dealers in coffee, the 
Committee considered the representation of the Indian 
Planters’ Association. Mysore. Tt recommends that the 
general slab proposed under Chapter TV above may be 
made applicable to coffee also. 

37. fielel I,cares .—Betel leaves merchants repre¬ 
sented that their turnover from sales of betel leaves is 
very small and that they find difficulty in maintaining the 
accounts. They therefore requested that they may be 
exempted from the levy of sales tax. On a consideration 
of their request, the Committee recommends that the 
exemption may be granted. 
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CHAPTER VJII. 

Constitution gf a Tribunal and an Advisory Body. 

SS. Most of the representatives of Trade Associa¬ 
tions and other merchants expressed the view that the 
present provisions relating to revision and appeal do not 
afford adequate relief to the assessees and that a tribunal 
may be established on the lines of a similar body existing 
in Madras. 

Under the law in force in Mysore, Section 14 of 
the Sales Tax Act provides for appeals to the Deputy 
Commissioner of Sales Tax against the orders of assess¬ 
ment by the Assistant Sales Tax Officers and the Sales 
Tax Officers. Section 35 provides for revision on orders 
by the Commissioner and the Government on application 
or suo moto. Section 16 provides for reference to the High 
Court on points of law. Though there appears to be ade¬ 
quate provision to safeguard the interests of the assessees, 
the Committee is in favour of the public opinion for consti¬ 
tuting an independent tribunal as in Madras so that the 
assessees may have the option to go in appeal or revision 
before the Tribunal or the Commissioner of Sales Tax 
as the case may be. 

40. With a view to ascertain from time to time the 
views of the public on matters relating to the levy of 
sales tax, the Committee is of the view that there should 
be a Sales Tax Advisory Body as in Madras with the 
modification that the Commissioner of Sales Tax will be 
the Chairman of the Body. 


CHAPTER IX. 

Languages fok Maintenance of Accounts. 

41. Section 17.of the Sales Tax Act requires dealers 
to maintain accounts either in English or Kannada. There 
have been representations from dealers to permit them 
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l.o produce for the purpose of assessment accounts which 
they keep in other Indian languages such*as Tamil. 
Telug-i, Gujerati and Marwari, without insisting on their 
maintenance in either English or Kannada. Considering 
the administrative difficulties, if accounts are allowed to 
be maintained in more languages than those already recog¬ 
nised for the purpose, and of the extra expenditure involv¬ 
ed in the employment of additional staff conversant with 
the languages concerned, for the checking up of the 
accounts, the Committee is of the view that only Kannada. 
English and Hindi shall be the languages in which dealers 
have to maintain their accounts. 


CHAPTEK X. 

Remkdy to Ph event Evasions. 

42. It was brought to the notice of the Committee 
that the payment of tax due by the assessees is being 
evaded in some cases by maintaining a double set of 
accounts and other documents. Section 18 of the Sales 
Tax Act does not provide for the seizure of books and 
documents and the verification of cash. It provides for 
entry into business premises and not any other place where 
accounts may have been kept. 

In order to check the evasion of the tax rightly 
due to Govermncnt, it is considered necessary to 
empower Sales Tax Officers to inspect not only the 
goods but also cash and search places where accounts, 
registers and documents and other things are kept bv 
dealers and to seize such documents and registers. 

There have been many complaints from the dealers 
that for arrears due from them indiscriminate prosecutions 
are being launched causing them undue hardship. It is also 
observed that for belated payments no penalty or interest 
is levied and thus encouraging belated payments and 
putting a dealer who abides by the law and who does 
not, on the same footing. 

The Committee recommends that in the ease of 
dealers who are in arrears and who do not pay the 
tax even after the expiry of 21 days’ notice given 
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to them, interest may be charged at 6J per cent on 
the arrears due. If the arrears are not paid within a 
reasonable time of one or two months generally, certifi¬ 
cates may be issued to recover the dues as arrears of 
land revenue. It is only in extreme or exceptional circum¬ 
stances that prosecution may be resorted to. The Com¬ 
mittee suggests that the Act may be suitably amended. 


CHAPTER XI. 

Assessment to tax on the turnover of non-resident 

PRINCIPALS IN RESPECT OF GOODS SENT FROM OUTSIDE 

DIRECTLY TO THE DEALERS OR CONSUMERS IN THi; 

State. 

43. Under the explanation to clause (a) of Article 
5286(1) of the Constitution, a sale or purchase shall be 
deemed to have taken place in the State in which the 
goods have actually been delivered as a direct result of 
sale or purchase for the purpose of consumption in that 
State notwithstanding the fact that under the general law 
the property in the goods had by reason of such sale or 
purchase passed to another State. Consumption lias 
been authoritatively interpreted to mean in the sense of 
use either presently or ultimately in the State of delivery. 
Thus non-resident dealers selling goods from outside in 
which goods are actually delivered as a direct, result of the 
sale to the dealers/consumers in the State are liable to be 
assessed to Mysore sales tax on such turnover. 

44- The question of assessment on such turnover 
where the goods are delivered in Mysore for consumption 
and the recovery of the tax thereon has been engaging the 
attention of Government as well as traders. The agents 
of non-resident principals are considered as dealers in the 
State under Section 19 of the Sales Tax Act. Non-resi ¬ 
dent principals may have agents or branches in the State. 
In such cases, it is possible to include such turnover in the 
turnover of the agents or the branches as the case may 
be and assess it to tax recoverable from the agent or the 
Branch. But even here, difficulties do arise where the 
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non-resident principals have despatched the goods directly 
to the dealer or consumer in the State without the inter¬ 
vention of the agent or the branch. It may be # that the 
Agent gets the commission in those cases also as the 
representative of the principals in those cases also as the 
representative of the principals in the State. A branch 
may be held liable for all acts of the principal in the State, 
but the difficulties attendant on the assessment and 
recovery of tax on such turnover are numerous when the 
non-resident principal has neither an agent nor a branch 
in the State. The remedy appears to be any one of the 
two alternatives now suggested : — 

(а) To levy a purchase tax on the goods imported 

into the State. 

(б) To enter into a reciprocal arrangement with 

the other States to recover the tax at the 
State rates in respect of goods exported to 
or imported from respective territories. 

45. Till such time as the State comes to a decision in 
consultation with the other States, it is feasible to levy a 
purchase tax on all imports into the State, sales turnover 
in respect of the same articles within the State being 
exempted in the hands of the same dealers within the 
State. 


CHAPTER XII. 

Conclusion. 

46. The members of the Committee wish to express 
their thanks to the Government of Mysore for the oppor¬ 
tunity given to them to examine this vexed question of the 
levy of sales tax, the mode of levy, and the method .of 
administration thereof, which have aroused considerable 
public agitation. They have undertaken this difficult 
task and have endeavoured after considerable enquiries 
and serious deliberations to suggest practical remedies for 
the several defects noticed in the present. Act. 

47. It need not be reiterated that sales tax has come 
to stay as a major item of revenue for the State. There 



is nothing inherently wrong in the levy of such a tax. It 
has only to be modelled in such a way that it will suit the 
mercantile usage without causing any undue hardship or 
inconvenience to the mercantile community. Some radical 
and far-reaching changes in the present Act have been 
proposed by the Committee and they are : — 

( a) Bringing a large number of commodities under 

the single point system of taxation. 

( b) Introducing a slab system for all the commodi¬ 

ties coming under the multi-point system 

(e) Enlarging the list of exempted articles. 

(d) Constituting a Sales Tax Ti’ibunal and 

(e) A Sales Tax Advisory Body. 

48. These remedial measures, the Committee 
believes, will answer the first term of reference and will give 
the needed relief to the mercantile community. The Com¬ 
mittee hopes that it should not be difficult, with the 
humane and at the samd time, firm approach in the 
administration of the Act and the willing co-operation of 
the mercantile community, to make this fiscal enact¬ 
ment as good, convenient and profitable as any other. 

49. In this connection it has to be noticed that sales 
tax will be an elastic source of revenue to the State. By 
suitably changing the rates, the revenue could be altered 
to meet the needs. When thousands of commodities art 
dealt with under the Sales Tax Act the Committee cannot 
indicate any hard and fast rule or rate regarding any 
particular commodity or whether a particular commodity 
should be brought under single point levy or multipoint 
levy. It may be necessary in certain cases and circum¬ 
stances to alter the rates on any particular commodity or 
to bring any particular commodity under the single point 
levy or vice versa as judged from the then existing condi¬ 
tion of the business or industry. Though the Committee 
has suggested the commodities which may come under the 
single point levy and the rates therefor, it must always be 
open to Government to change these rates or to bring any 
particular commodity under the single point system or 
vice versa to give effect to public demands consistent with 
revenue and other considerations. The Committee 
recommends that suitable amendments may be made in 



the existing Mysore Sales Tax Act to enable Government, 
to implement the recommendations of the Committee 

50. The Committee is thankful to the representatives 
of the Trade Associations and individual merchants for 
their valuable suggestions which have been of much help 
to the Committee in taking decisions on the various points. 

51. It is unfortunate that Sri M. Shamanna, (then 
Secretary to Government, Finance Department), who 
was a member of the Committee and who gave valuable 
suggestions during the deliberations of the Committee was 
uot able to attend the meetings of the Committee held 
at the last stages of its deliberations owing to ill-health. 
The Committee desires to express its feelings of sorrow at 
the demise of Sri M. Shamanna. 

52. Before concluding, the Committee desires to 
record its appreciation of the valuable services rendered 
by the Secretary and the members of the staff. 

Chairman. 

K. Manjappa. 

Members. 

M. Y. KrISHNAMURTH Y.* 

B. V. Narayana Reddy. 

A. Bheemappa Naik. 

B. P. Nagaraja Murthy. 

P. SlTARAMIAH.* 

V. M. Mascarenhas. 

N. Madhava Rao. 

A. C. Nirvani Gowda. 

* Subject to note appended. 


Bangalore, I 

1 c Zth January 1954. j 


P. Honnappa, 
Secretary. 



23 


ANNEXURE I. 

List of commodities subject to tax at a single point by the first 
dealer in Mysore other than the grower of agricultural and horti¬ 
cultural products recommended by the Sales Tax Committee (vide 
paragraph 9). 

I. Art 1 cues to hk taxed at 3 pies single point. 

Ground-nut (on the basis of purchase turnover) 

II. Articles to be taxed at 6 pies. 

1. Mill textiles and powerloom textiles. 

2. Artificial Silk Yarn. 

3. Bricks and tiles (country bricks and country tiles 
exempted), slabs and marbles. 

4. Matches (other than those used for general consumption) 

5. Soaps and Vanaspati. 

6. Leather goods, boots and shoes (Chappals exempted). 

7. Industrial machinery and spare parts. 

8. Pottery and ceramic goods (other than those manu¬ 
factured by Kumbaras). 

9. Cycle and cycle parts. 

10. “ Vanaspati ” or “ Dalda ” 

11. Iron and Steel. 

III. Articles to be taxed at 9 pies. 

1. Tea. 

2. Sugar. 

3. Motor vehicles including motor cars, motor taxi cars, motor 
cycles and cycle combinations, motor scooters, motorettes, motor- 
omnibuses, motor vans and motor lorries. 

Chassis of motor vehicles. 

Component parts of motor vehicles. 

Articles (including rubber and other tyres and tubes and 
batteries) adopted for use as parts and accessories of motor vehicles, 
not being such articles as are ordinarily also used for other purposes 
than as parts of accessories of motor vehicles. 

4. Any pen, pencil, or pen and pencil set sold for (Rs. 20) 
twenty rupees or more. 

5. Cement, 



IV. Articles to be taxed at one anna. 

1. Paper. 

2. Paints, varnish and allied products. 

3. Druggets. 

4. Confectionery. 

5. Glassware and Porcelainware, Enamel ware. Metalware. 
A1 u mini inn ware, Elec I ropl at ed wa re. 

6. Hosiery. 

7. Furniture and other wood manufactures. 

8. Medicinal preparations. 

0. Toilet articles except soaps. 

10. Toys. 

11. Agarbathies, 

12. Refrigerators and air-conditioning plants. 

IS. Wireless reception instruments and apparatus and com¬ 
ponent parts thereof including all electrical valves, accumulators, 
amplifiers and loud-speakers which are not specially designed for 
purposes other than wireless reception, radio gramaphones. 

, 14. Cinematographic, photograph and other cameras pro¬ 
jectors and enlargers, lenses and otfyer parts of and accessories to 
such cameras, projectors and enlargers ; and films, plates, paper and 
Binoculars and Opera glasses. 

. 15. All electrical goods instruments, apparatus and appliances, 
including fans, and lighting bulbs, electrical earthenware and porce¬ 
lain and all other accessories. 

IB. Clocks, time-pieces and watches and parts thereof. 

V. Articles to be taxed at A per cent. 

(a) Cotton thread and cotton yarn. 

(b) Bullion and Species. 

(c) Gold Thread. 

(d) Beedies. 


VI. Cigarettes, cigars and cheroots. 

With regard to the above, the Committee recommends that 
the rates of levy of sales tax fixed in the Mysore Sales Tax 
(Amendment) Act, 1053 (Mysore Art No. 4 of 1953) be followed, 
namely : — 

1. Cigarettes—First point— 

(1) If the price per cigarette is less than 3 pies per 
3 pies and retail price is not more rupee, 
than 3 pies. 



to 

(2) If the price per cigarette is less than 10 per cent of 

6 pies and retail price is not more such turn- 

than 6 pies. over. 

(3) If the price per cigarette is less than 20 per cent of 

9 pies and retail price is not more such turn- 

than 9 pies. over. 

(4) If the price per cigarette is above 30 per cent of 

9 pies. such turn¬ 

over. 

2. Cigars and Cheroots— 

(1) If the price per cigar or cheroot is 3 pies per 
less than 2 annas and retail price rupee, 
is not more than 2 annas. 

Others. 30 per cent of 

such turn¬ 
over. 


ANNEXURE II. 

List of goods declared essential for the life of the community 
(vide paragarph 10) . 

1. Cereals and pulses in all forms, including bread and flour, 
including atta, maida, suji and bran (except when any such articles 
is sold in sealed containers). 

2. Fresh and dried fruits, sugarcane, cocoanuts, vegetables, 
edible tubers, vegetable and flower seeds, bulbs and plants, excluding 
orchids (except (i) any medicine prepared from any one or more 
of such articles ; and (ii) when any such article is sold in sealed 
containers). 

3. Fresh milk, whole or separate, and milk products, including 
butter, ghee, chana, khoa, but excluding sweetmeats. 

4. Meat, fish and eggs (except when any such article is sold 
in sealed containers). 

5. Edible oils, and oilseeds from which edible oils are extracted. 

6. Gur. 

7. Salt. 

8. All cloth, woven on hand-looms, coarse and medium cotton 
cloth made in mills or woven on power-looms. 

Explanation 1.—“ Coarse cloth ” means any cloth in which 
the count of warp yarn employed (exeluding fhe txprder) is below 
17s. (whether single or folded). 
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Explanation 2. “ Medium cloth ” means any cloth in which 
the count of warp yarn employed (excluding the border) is 17s. 
or finer but is less than 35s. (whether single or folded) 

9. Raw cotton, including ginned and unginned cotton or kapas, 
cotton thread, cotton yarn, cotton seeds, jnt» - ' raw jute, sunn 

hemp and mesta. 

10. Hides and skins. 

11. Fertilisers and manures, agricultural machinery and imple¬ 
ments, including parts of such machinery and implements. 

12. Cattle feeds. 

13. Coal including coke and other derivatives, petroleum and 
petroleum products, including kerosene and motor spirits. 

14. Iron and Steel. 

15. Books, exercise books, slates and slate pencils and 
periodical journals. 


ANNEXURE HI. 

List of goods exempted from sales tax by the Government of 
Mysore (vide paragraph 10). 

1. Agricultural and Horticultural produce when sold by the 
grower. 

2. Bullock Carts. 

3. Ballot Boxes. 

4. Cotton. 

5. Cloth woven on handlooms wholly with handspun yarn by 
persons not dealing in cloth of any other description. 

6. Cereals and pulses including all forms of rice. 

7. Cumblies woven on handlooms. 

8. Canteen Stores sold by the Canteen Stores Department of 
the Government of India to the Canteen Contractors and sales of 
such Canteen Stores by the Canteen Contractors to the Armed 
Forces. 

9. Druggets made of handspun yarn and woven on handlooms. 

10. Electrical Energy. 

11. First sale of articles made by students and trainees in the 
Industrial Schools in the State, 

12. Filature silk, foreign silk and charaka silk twisted by hand. 

13. Flour including atta, maida, suji and bran. 

14. Goods on which duty is levied under the Mysore Excise 
let or Opium Act. 

15. Handspun yarn. 



16. Medical Practitioners owning dispensaries and dispensing 
medicine only to their patients. 

17. Newspapers. 

18. Raw wool. 

19. Salt. 

20. Slates and pencils, exercise and drawing books, chalk sticks 
and crayons, erasers and other articles used in educational institu¬ 
tions, if the cost of the article sold is less than eight annas. 

21. Silk worm eggs by Aided Graineurs and Government 
grainages. 

22. Silk worm cocoons by cocoon rearers. 

23. Tractors, their parts and accessories exempted from the 
additional tax leviable under Section 3 (2) of the Act. 

24. Text books approved by the Director of Public Instruction 
in Mysore. 

25. “ Sharana Sahitya ” (Kannada Journal). 

26. Parched rice. 

27. Fried grams. 

28. Matches used for general consumption (exempted at all 
points other than first sale in the State). 


ANNEXURE IV. 

List of articles recommended by the Committee for exemption 
(vide paragraph 15). 

1. Bread. 

2. Fresh and dried fruits, sugarcane, cocoanuts, copra, areca- 
nut, betel-leaves. 

3. Fresh milk, whole or separate, and milk products, including 
butter, ghee, chaua, khoa, but excluding sweetmeats. 

4. Meat, fish and eggs (except when any such article is sold 
in scaled containers). 

5. Edible oils, and oilseeds from which edible oils are extracted, 
except Vanaspati (dehydrogenated oil) or Dalda. 

6. Gur. 

7. All doth woven on hand-looms. 

8. Spun silk and noil yarn manufactured by the Channapatna 
Spun Silk Mills, Ltd.—Exempted for two years. 

9. Cotton seeds, jute seeds, raw jute, sunn hemp, and mesta. 

10. Fertilisers and manures, bone meals, agricultural machinery 
and implements, including parts of such machinery and implements. 

11. Cattle feeds. 

12. Coal induding coke and other derivatives illuminating 
kerosene. 
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IS. Books, exercise books, slates and slate pencils and periodical 
journals. 

14. Medical Practitioners. 

15. Firewood and charcoal. 

16. Edible tubers, flowers, vegetable and flower seeds, bulbs 
and plants, excluding orchids, except (1) any medicine prepared 
from any one or more of such articles (2) when any such article 
is sold in sealed containers. 


ANNEXURE V. 

List of Associations and individual merchants who offered 
their suggestions in response to the Press Note issued by the Sales 
Tax Committee. 

1. The Mysore Chamber of Commerce. 

2. The Merchants' Association, Kanakapura. 

3. Sri K. Srinivasa Rao, “ Vishnu Brand ” Fire works, 
Bangalore. 

4. The Grain Mandi Merchants’ Association, Shimoga. 

5. All Mysore Sales-Tax Relief Committee, Bangalore-2. 

6. Sri C. Krishna Rao, Chellakcre. 

7. The Mysore Grain Merchants’ Association, Mysore. 

8. The Bangalore Hardware Merchants’ Association, 
Bangalore. 

9. The Anekal Town Merchants, Association. 

10. Kolar Grain Merchants’ Association, Kolar. 

11. Sri Sathyapalana Stores, Chickpet, Bangalore. 

12. Sri G. Venkataswamiah, Merchant, Tiptur. 

13. Messrs. A. Narayana Setty and A. Dasappa Setty & Sons, 
Oil Merchants, Nagarthpet, Bangalore. 

14. Messrs. H. P. Parswanathiah and H. D. Adirajaiah, Mandy 
Merchants, Hassan. 

15. Sri C. G. Paramasiviah, Merchant, Tumkur. 

16. The Luustre Manufacturing Co., Chickpet, Bangalore. 

17. The Bangalore Trades Association, Bangalore 

18. General Merchants, Association, Mysore. 

19.. The Mysore Piece Goods Merchants’ Association. 

20. Tamil Nad Cloth Merchants’ Association, Mysore. 

21. The Mysore Piece Goods Merchants’ Association, Soji 
Street, Mysore. 

22. Messrs. Pilsons, Hosiery and Drapery Merchants, Balepet, 
Bangalore City. 

23. Merchants’ Association, Krishnarajanagar. 
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24. The Hotel Proprietors’ Association, Tumkur. 

25. The Hindu Hotels’ Association, Bangalore. 

26. T^e Mysore State Beedi Manufacturers’ Association, 
Bangalore. 

27. The President, Cloth and General Merchants’ Association, 
Belur. 

28. Messrs. S, Nanjappa Setty & Sons., Srinivasa Jewellery 
Mart, Mysore. 

29. General Merchants' Association, Evening Bazaar, Sivaram- 
pet, Mysore. 

JO. Sri C. M. Gowda, Binny Mills, Bangalore. 

81. Sri D. N. Ramachandra Setty, Hosadurga. 

82. Rate Payers’ Association, Mysore. 

88. Sri Puttananjappa of Devanahalli. 

84. Sri K Rajappa, Congress Worker, Bannur. 

85. Sri S. Dhondusa Gold Thread Factory, Bangalore. 

86. The Jewellers’ Association, Bangalore City. 

87. Cocoanut Merchants, Bangalore. 

88. Betel Leaves Merchants. 

89. Chemists and Druggists’ Association. 

40. The Basavangudi Co-operative Society, Ltd., Bangalore-4. 

41. Sri Lakshmi Nilaya Co-operative Society, Ltd., Anekal. 

42. Mysore Tea and General Agencies, Bangalore. 

48. The Mysore State Publishers and Book Sellers' Association. 

44. Sri Bhoopalam R. Chandrasekharayya, Shiinoga. 

45. Merchants of Jangamkote. 

46. Sri V. M. Mascarenhas. 

47. Sri P. Sitharamiah. 

48. Sri A. C. Nirvani Gowda, Commissioner of Sales-Tax in 
Mysore, Bangalore. 

49. Sri B. Kallanna, Vijayapura. 

50. Sri V, N. Dasappa, Ex-Municipal Councillor, Mysore. 

51. Sri T. P. Brahmaiah, M.L.C. 

52. Sri R. Nandesiah, Malur. 

53. Sri H. N.Rajendra Kumar, Merchant, Sravanabelagola. 

54. Sri K. S. Shamanna, b.e., Mandya. 

55. Sri K. P. Narayana Setty, b.a. (Hons.) , Mysore. 

56. M essrs. F. C. Ryan & Co., Auctioneers, Bangalore. 

57. Sri B. K. Lakshminarayanaiah, Dharmasamaja, Bangalore. 

58. Sri G. Lakshmana Rao, Chartered Accountant, Mysore. 

59. Sri G. Ahmed Khan, Municipal Councillor, Mysore. 
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ANNEXURE VI. 


List of associations and individual merchants who were inter¬ 
viewed by the Sales Tax Committee. 

1. The Bangalore Trades Association. 

2. The Mysore Piece-goods Merchants’ Association, Mysore. 

8. The Mysore Grain Merchants, Association, Mysore. 

4. The Representative of the Kolar Grain Merchants’ Associa¬ 
tion. 

5. Sri K. S. Shamanna, b.e.. Reinforced Concrete and 
Structural Engineer and Contractor, Mandya. 

0. The Mysore State Beedi Manufacturers’ Association, 
Mysore. 

7. The Secretary, Tiptur Merchants’ Association. 

8. The Representatives of Davangere Merchants’ Associa¬ 
tion. 

9. Sri C. G. Paramasiviah, Merchant, Tumkur. 

10. The Oodubathi Manufacturers’ Association, Chamber of 
Commerce Buildings, Bangalore-2. 

11. Sri Dhondusa Gold Thread Factory, Subedar Chattram 

Road, Bangalore. 1 

12. The Betel Leaves Merchants, Bangalore. 

13. Sri G. A. Acharya, " India House ”, 17th Cross Road, 
Malleswaram, Bangalore. 

14. Messrs. F. C. Ryan & Co., Auctioneers, 21, South Parade, 

Bangalore. ' 

15. The Bangalore Piece-goods Merchants’ Association, Chick- 
pet, Bangalore. 

16. The Chemists and Druggists’ Association, Brigade Road, 
Civil Station, Bangalore. 

17. The Mysore State Hides and Skins Merchants’ Association. 

Bangalore. \ 

18. The Jewellers' Association, Nagarthpet, Bangalore. 

19. The Mysore State Publishers and Book Sellers’ Association, 
Bangalore. 

20. The Hindu Hotels’ Association, Silver Jubilee Park Road, 
Bangalore. 

21. Representatives of Cocoanut Dealers. 

22. The Mysore Silk Hand-loom Weavers’ Association. 
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Noth by Sri M. V. Krisiinamurthy, 
President, Mysore Chamber of Commerce. 


With reference to the copy of the final report sent to me, 
wish to make the following observations. 

Para 18 :—I am opposed to reducing the turnover limit to 
Rs. 7,500. It may be retained at present figure of Rs. 10,000. 
In other States the tendency has been to increase the turnover 
limit and there is no particular justification for reducing the same 
in our State. 

Para 30 :—I am afraid that the change envisaged in regard 
to Commission Agents will affect bona fide Commission Agents 
who work on a small rate of commission. I would propose the 
forms being simplified rather than the adoption of a slab rate. 
T will send a detailed note in regard to this matter later. 

Para 34 :—I oppose the specially high rates that are fixed 
for the slabs in relation to Hotels. Hotels play an important part 
in the urban life of the country and in foreign countries they are 
(‘veil subsidised. Further, trading conditions are far from satisfactory 
and their expenses on service charges are getting excessive. I, 
therefore, feel that the general slab rates should apply to them 
as well and they should not be discriminated. 

Re : Merchants deeding in grains and -provisions :—The turn¬ 
over tax or the multi-point tax was strongly opposed by the Grain 
Merchants. Unfortunately the present proposals do not give any 
relief of single-point taxation to the dealers in provisions and in sun¬ 
dry articles. There seems to be justification for this criticism. The 
solution would lie in taxing some large items which are being 
imported from outside at. source and bring them under single-point 
levy and exempt all other sundry items which are sold by the 
provision dealers. I am of opinion that the higher rate of single¬ 
point taxation and the lesser possibilities of evasion under this 
system would make up the loss in revenue in regard to the above. 

Annexure 1 :—I suggest that the tax on Cement, Paper, Glass¬ 
ware, Hosiery and Agarbathics be reduced to six pies, and on 
bullion to i per cent. 

I thank the Chairman and other Members of the Committee 
for the courtesy they extended to me. Subject to the above 
remarks I am signing the report. 


M. V. KRISHNAMIJRTHY. 



$2 


Note by Sri P. Sitaramiah. 

Due to causes beyond human control, I was not able to 
attend the final meetings of this Committee on the 18th and 19th 
November 1953, when the recommendations of this Committee 
were finalised and the report of the Committee drawn up. I 
therefore request kind permission to add this note to the said 
report, expressing my views on some of the points of recommen¬ 
dation made to Government by the Committee. 

1. Levy of Sales Tax, as a tax and a source of income 
to the State Exchequer has come to stay as an important source of 
revenue in various advanced countries of the world, though the 
levy may be in different forms and shapes and degrees 
varying in different countries. As far as India is concerned, 
this is a new r tax and in respect of methods of collection and the 
rates, etc., there are differences and variations from State to State 
as this has been made a State subject. As far as Mysore is 
concerned, the present system is one of multi-point levy system, 
with .some exemptions in respect of certain goods and single-point 
levy in respect of certain other articles. Under the existing Act, 
it has enabled the Government to make this tax elastic by passing 
orders exempting or including goods from the levy of sales lax 
from time to time as the Government may feel it fit. 

i. But the main defect in the present system of levy of 
Sales Tax, in my opinion, lies in the fact that the said tax as 
it now stands, is leviable only from dealers whose turnover is 
Its. 10,000 and more. Consequently no sales tax is being collected 
on sale of articles by retail dealers whose turnover is below 
Rs. 10,000. This method has given room to leakage and shortage 
of collection of this tax on goods on which sales tax has been 
imposed. This Act, therefore, has got to be amended—whether 
it be single-point levy or multi-point levy—so as to enable collec¬ 
tion of sales tax on all sales of articles on which sales tax has to 
be collected. It is equally necessary that sales tax should be 
collected in respect of inter-state trade as well. In this view 
of the matter, the Committee has recommended that the sales tax 
should be collected at the production centre or at the first stage 
of sale ,so that there could be no leakage or shortage in respect of 
collection of sales tax due to the Government. The amendment 
of the Act will have to take the shape to regularise the levy of 
the tax on purchase basis as well, if the collection from this source 
is to be full and complete. 

3. As regard the special revision of the Sales Tax Act, it 
would take necessarily some time to give effect to it and it can be 
taken up after the Government of India should decide and pass 
orders on the recommendations to be made by the Indian Taxation 
Enquiry Commission. Further, the Government of India have 
been considering the introduction of a consolidated bill on Sales 
Tax so that there may be a uniform levy of sales-tax in all the 
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States comprising the Federation. The Central Government have 
already passed an Act exempting sales tax on all essential goods 
and it is durable that the said Act must be brought in conformity 
with the State Act. It is also under the active consideration of 
the Government of India to arrange for sales tax at one source by 
one or the other States in respect of inter-state trade. It is 
under the active consideration of the Taxation Enquiry Committee 
whether levy of both octroi and sales tax is or is not desirable. 
But in view of the fact that the main source of income of an elastic 
and indirect nature to the Local Bodies is the income from Octroi 
itself, if the State should levy sales tax and avoid octroi, the 
State has to compensate the loss by way of contribution out of 
the sales tax that is being collected now and taken to the State 
Exchequer. The income to the State Exchequer to the extent of 
Its. 1.5 crores cannot easily be foregone by the State to distribute 
this to the Local Bodies towards octroi duties. There is however 
the view that the Sales Tax has no specific function to perform 
in the country’s system of taxation and that sales tax leviable 
on individual transactions requires maintenance of fairly elaborate 
accounts, cash memos, etc. Consequently, it does not suit to 
Indian conditions. * 

4. Even if this tax has to be levied to bring in the revenue to 
the State Exchequer, the present system recommended, viz., 
relatively high rate of levy at only one point on certain non- 
essential goods only will have to be adopted so that full scope 
for the provision of exemptions contained in clause 3 of Art. 286 
of the Constitution should be extended to essential articles which 
had been subjected to Sales Tax before the relevant Central enact¬ 
ment came into force. If the collection of this tax is to be made 
easily workable without inconvenience to the general public as 
well as in respect of inter-state Trade, we must have an alternative 
system of tax on sales as well as on purchase. The question of 
supplementing the Sales Tax by a levy, or terminal tax at the 
same time permitting Octroi to be levied by Local Bodies has 
to be examined in detail. All these matters are being examined 
by the Indian Taxation Enquiry Committee and I submit that 
we must await the result of their deliberations and recommendations 
and final orders to be passed by the Government of India thereon. 

5. One of the terms of reference to this Committee lias been 
to examine the working of the Sales Tax Act and suggest remedies 
for the same in respect of hardships that are being caused in the 
working of this Act. Among the main points of hardships com¬ 
plained of by the dealers are the following : — 

1. Maintenance of prescribed set of account books by illiterate 

and uneducated dealers, the cost involved and to be 
incurred by them if they should maintain clerical estab¬ 
lishment for this purpose. 

2. The harassment caused in getting these accounts checked 

up. The number of times the* dealers have to attend 
and wait at the Sales Tax Officer for this purpose. 

5 
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3. The treatment accorded by some of the Officers of the 

Sales Tax Department when they go for getting the 
accounts checked up. $ 

4. Assessing at the discretion of the Sales Tax Officer where 

there is least irregularity in the maintenance of accounts. 

5. Multi-point taxation and difficulties in collection and 

consequent increase in the sale price of commodities 
when there should be a good number of turnover. 

G. The question of paying from his pocket by dealers who 
are not empowered to collect sales tax from consumers 
dealers, on items below Re. 0-8-0. But for purposes of 
assessment, these sales are taken into consideration and 
assessment fixed on such turnover. This rule works 
out great hardship in respect of hotel proprietors as 
well as a good number of Co-operative Institutions and 
other dealers who deal in articles below Re. 0-8-0 value. 

7. The prosecutions that are being launched for delay in 
payment of the assessed sales tax. 

6. These are some of the main grievances complained of by 
the dealers. Most of these defects are positive and could be 
remedied without any amendment to the Act. These could be 
rectified by issue of necessary orders or notifications by the Govern¬ 
ment in respect of the following items 

1. Posting Officers who arc duly qualified in Auditing and 

Accountancy, as Sales Tax Officers. 

2. Sales Tax Officers he asked to summon only as many cases 

as are possible to be disposed of on a day and summon 
the dealers at different hours instead of asking all the 
assessees to attend on one and the same hours, viz., 
at 11 a.m. 

3. The Sales Tax Officers may be asked to deal with the 

dealers courteously, and not ill-treat them as is com¬ 
plained of by some of the dealers. 

4. They (Sales Tax Officers) may be asked to look into the 

accounts without any prejudice that the accounts main¬ 
tained by the assessees are irregular and are not correct. 

5. They (Sales Tax Officers) may be asked to expedite 

disposal of complaints made by the dealers as early as 
possible; and to exhaust other remedies open to the 
Sales Tax Officers before resorting to prosecute the 
defaulting dealers. 

Regarding the specific recommendations made in the report, 
I beg to silghtly differ from the views expressed thereon in respect 
of the following : — 

7. Levy of a slab rate of license fee from dealers on articles 
on which consolidated single point sales tax has been collected 
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cither at the source or at the first sale as the case may be. This 
would entail a double taxation on retail dealers. The recommenda¬ 
tions of ^he Committee are that no dealer be subjected to sales tax 
in respect of these sales as it is a single point levy and is included 
in the cost of the articles like excise duty. Each dealer lias to 
get himself registered on payment of Rs. 6 as per para 21 of the 
Report irrespective of his turnover. In respect of dealers who 
deal in goods on which multi point sales tax has to be levied, the 
slab rate is recommended as per para. 18 of the Report. Again in 
para 22 ( b ), Chapter VI, dealers whose turnover is Rs. 7,500 or 
more, in respect of articles taxed at single point ones the licence fee 
of Rs. 10 for a single article or group of articles and Rs. 5 for every 
subsequent article or group of articles as noted in the anuexure, 
subject to a maximum of Rs. 25 in all, is recommended. A dealer 
whose turnover is Rs. 7,500 and more has to pay (1) a registration 
fee of Rs. 6, (2) a slab rate of Rs. 25 and more as per para 18 and 
(3) another licence fee of Rs. 10 with a maximum of Rs. 25. The 
dealer is not expected to collect in turn any sales tax from his 
customers as it is a single point levy in respect of many of the 
articles. Such dealers therefore have to pay the slab rates and this 
would work out great hardship as they have to meet this tax out 
of their profits. I therefore submit that I disagree with the 
recommendations made in para 22 (6) and submit that this licence 
fee need not be collected as it would mean a double levy. 

Hotels. 

8. The Committee has recommended full exemption on bread 
and fruits and other articles of food. But the Committee has 
proposed to levy slab rate in the shape of licence fee from the 
hotel-keepers as per para 84 o fthe Report. The foodstuffs that 
are being prepared in hotels are to be completely, exempted, when 
we accept the rule that essential goods and foodstuffs arc to be 
completely exempted from the levy of sales tax. The foodstuffs 
that are prepared in the hotels are only cooked food like bread 
and other cakes, etc. Hence the levy of this slab rate would 
mean a sort of licensing fee and cannot be justified as sales tax. 
I therefore disagree with the recommendations made in para 34. 

9. If the Government are not to incur any loss out of the 
collections that are now being made from the Hotel proprietors, 
I should suggest the adoption of the slab rates that are proposed 
under para 18 in respect of dealers in other articles, after giving 
50 per cent exemption for labour involved in the preparation of 

food articles in the hotels, and not the higher slab rate as proposed 
in para 34 of the Report. The Hotel proprietors have not only 
to maintain a big establishment for the preparation of foodstuffs 
but also to distribute the same to those who go to the Hotel to 
receive them. 


Beedi Manufacture. 


10. The Committee has recommended collection at half a 
per cent ad valorem instead of 11% as the Committee has been 
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infoimod that it would amount to discrimination and consequently 
violation of the rules under the Constitution. I do not agree 
with this view. I am of opinion that with a view to Acourage 
local industry, beedi manufacturing in the State has to be exempted 
from payment of sales tax. It would not amount to violation 
of any articles as pointed out in the report. Exemption could 
be granted to encourage local industries and this principle has 
been accepted by the Central Government in respect of other 
similar articles and therefore it would not amount to discrimination 
between person and person only it has to comply with the 
formalities contemplated under Article 304 of the Constitution. 

11. In conclusion, I beg to state that it is very necessary 
for the Government to kindly consider the report early and take 
up necessary steps to give maximum relief to the extent possible 
before considering amendments to the Act since under the existing 
Act, there is ample provision for the Government to grant (1) 
exemption from sales tax on goods recommended as essential 
goods, (2) by issue of Government Notifications and orders to 
femedy the evils pointed out in the paras above, and (3) by 
passing such other orders as Government may deem it fit to 
enable the illiterate and uneducated dealers to pay their legitimate 
quotas to the. State Exchequer. 

12. The Government may further be pleased to take slops to 
appoint a standing advisory committee for the State as early as 
possible as per the recommendations of the Committee, so that 
the working of the orders and notifications that are in force and 
to be brought into force may be examined from time to time 
and necessary advice offered to Government. 

13. In respect of other recommendations made in the Report, 
I entirely concur with the same. 


P. SITARAMIA1I. 
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